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OATH OR AFFIRMATION

I, William A.Shopoff aswear (or affirm) that, to the hest of

my knowledge and helief the accompanying financial statement and supporting schedules pertaining to the firm of

Shopoff Securities, Inc.CRD 142866 , as

of December 31 , 2018 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any preprietary interest in any account

classified solely as that of a customer, except as follows:

ignature

CEO andPresident
Title

This report **contains (check all applicable boxes):
2 (a) Facing Page.
2 (b) Statement of Financial Condition.
2 (c) Statement of Income (Loss) or, if there is other comprehensiveincome in the period(s) presented,aStatement

of Comprehensive hícome (as defined in §21b.1-02of Regulation S-X).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders'Equity or Partners' or SoleProprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

(j) A Reconciliation,including appropriate explanation of the Coinputation of Net Capital Under Rule 15a3-1and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.

() (k) A Reconciliation between the audited and naaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.
(m) A copy of the SIPCSuppienental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For conditions ofconfidential treatment of certain portions of this filing, see section 24u.17a-5(e)(3).



A notarypublic or other officer completingthis
certificateverifies only the identityof the individual
who signed the document to which this certificate
is attached,and not the truthfulness,accuracy, or
validityof that document.

State of California
Countyof Orange

Subscribed and sworn to (or affirmed)before me on this 28th
day of February ,20.19.,by WilliamA.Shopoff

proved to me on the basis of satisfactory evidence to be the
person(s) who appeared before me.

O TERRI HOVDESTAD

Notary Public • Califomia
Orange County Š

Comniission # 2244544
myComm.Expires Jun 28.la22

(Seal)
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squarmilner Squar Milneru.p
Certified Publio Accountanta
and Financial Advisora

REPORTOF INDEPENDENTREGISTEREDPUBUCACCOUNTING FIRM

To the Board of Directors and stockholderof

Shopoff Securities,Inc.

Opinion on the Financial Statements

We háveaudited the accompanyingstatement of financialconditionof ShopoffSecurities, inc. (the Company) as of

December 31, 2018, the related statements of operations, changes in stockholder's equity and cash flows for the

Year then ended December 31, 2018, and the related notes (collectively, the financialstatements). In our opinion,
the financial statements referred to above present fairly, in all material respect_s,the financial position of the

Company asof December 31, 2018,and the results of its operations and its cash flows for the year then ended, in

conformity with accounting principles generally accepted in the United States of America (GAAP).

Emphasisof Matter

We draw attention to the matter discussed in Note 6 related to the Financial Industry Regulatory Authority's

(FINRA) investígation of the Company.On January 10, 2019, FINRAfiled a complaint in a discipiinary proceeding

against the Company,William Shopoff, the Company'sPresident and CEO,and Stephen Shopoff, the Company's
SeniorVice President for lovestor Relations (FINRACase No.2015048393S01), The complaint seeks factual findings
consistent with FINRA'sallegations,aswell as unspecified sanctions as appropriate under FINRA rules for alleged
violations of federal securities laws and FINRA rules.The matter will now move inthe ordinary coursepursuant to

FINRAproceduraf rules towards a hearing before an independent hearing panel. Asof the date of this report, the
Company does not know exactly when the proceeding will be resolved, or what, if any, actions the Company may
be required to take aspart of any resolution.Asthe Company cannot assessthe outcome of the proceeding at this
time, the Company hasnot accrued any loss contingencies related to this matter in accordance with GAAP.

Basis for Opinion

These finaitcialstatements are the responsibility of the Company'smanagement.Our responsibility is to express an

opinion on the Company's financial statements basedon our audit.We are apublic accounting firm registered with
the Public Company Accounting Oversight Board (UnitedStates) (PCAOIs)andare required to be independent with
respect to the Company in accordancewith U.S.federal securitieslawsand the applicable rules and regulations of
the Securities andExchange Commission.and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB.Those standards require that we planand

perform the audit to obtain reasonable assurance about whether the financial statements are free of material

misstatement, whether due to error or fraud.The Company is not required to have, nor were we engaged to

perform, an audit of its internal control over financial reporting.As part of our audit we are required to obtain an
understanding of internal control over financial reporting but not for the purposeof expressing an opinion on the
effectiveness of the Company's internal control over financiai reporting. Accordingly, we express no such opinion.

18500 Von Karman Avenue, 10th Floor • Irvine, oA 92612 main 949.222.2999

Located throughout oalifornia web squarmilner.com
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Our audit includedperforming procedures to assessthe risksof material niisstaternent of the financial statements,
whether due to error or fraud, and performing procedures that respondto those risks.Such procedures included

examining, on a test basis,evidenceregarding the amounts and disclosuresin the financial statements.Our audit

also included evaluating the accounting principles used andsignificant estimates raade by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audit provides a reasonable

basis for our opinion.

Supplemental information

The supplementary information contained in Schedules I, il and 111(the Supplemental inforrnation) has been
subjected to audit procedures performed in conjunction with the audit of the Company's financial staternents.The

Supplemental Information is the responsibility of the Company'smanagement.Our audit procedures included
determining whether the Supplemental Information reconciles to the financial statements or the underlying
accountingandother records,asapplicable,and performing proceduresto test the completeness and accuracy of

the information presented in the Supplemental Information, in forming our opinion on the Supplemental

Information,we evaluated whether the supplementary information, including its form and content, is presented in

conformity with 17 CF.R.§ 240.17a-5.In our opinion, the supplementary Inforrnation contained in Schedules i, il

and til isfairly stated, in all material respects,in relation to the financial statements as a whole.

SQUARMILNER LLP

We have served as the Company's auditor since 2007.

Irvine, California
February 28,2019



SHOPOFF SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

December 31,2018

ASSETS

Cash $ 154,196
Accountsreceivable 134,528

Commissionsreceivable 10,450

Prepaid expenses 29,425
Fixed assets,net 2,124

Total assets $ 330,723

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities

Accounts payable $ 70,381
Commissions payable 8,360

Commissions payable to related party 18,004
Other accrued liabilities - 9 "|18

Due to affiliate 494

Total liabilities 106,957

Commitments and Contingencies (Note 6)

Stockholder's Equity
Common stock, $0.001par value; 50,000sharesauthorized;

5,500sharesissuedand outstanding 5

Additional paid-in-capital - 554,00Ò
Retained deficit (330,239)

Total stockholder's equity 223,766

Total liabilities andstockholder's equity $ 330,723

Page 3 Theaccompanying notes are an integral pai of theseßnancial statements.



$HOPOFF SECURITIES, INC.
STATEMENT OF OPERATIONS

For the Year Ended December 31,2018 _

REVENUES

Underwriting fees $ 939,288
Commissions 123,419

Due diligence fees 430
Total revenues 1,063,137

EXPENSES

Commissions and compensationexpense 782,335
Professional fees 456,820

Rent 106,380

Licenses and fees 45,818
General and administrative 6,790

Total expenses 1,398,143

OPERATINGr LOSS (335,006)

OTHER INCME (NØTE 2) 161,484

NET LOSS $ (173,522)

Page 4 Theaccorupanying notes me an iniegral pa4of thesefinancial statements.



SHOPOFF SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER SEQUITY

For the Year Ended December 31,2018

Additional Total
CommonStock Paid-In Retained Stockholder's

Shares Amount Capital Deficit Equity

BALANCE - December 31,
2017 5,500 $ 5 $ 285,000 $ (156,717) $ 128,288

Contributions - - 269,000 - - 269,000
Net loss - - - (173,522) (173,522)

BALANCE - December 31,
2018 5,500 $ 5 $ 554,000 $ (330,239) $ 223,766

Page 5 The accompanying notes me an integral part of thesefinancial statements.



SHOPOFF SECURITIES, INC.
STATEMENT OF CASH FLOWS

For the Year Ended December 31,2018

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (173,522)

Adjustment to reconcile net loss to net cashused in operating -
activitiest

Changesin operating assetsand liabilities:
Accounts receivable (134,528)

Commissions receivable _ (10,450)
Prepaidexpenses (23,109)
Accounts payable 27,675
Commissions payable (55,559)
Commissions payable to related party 16,695
Other accrued liabilities - (58,671)
Due to affiliate (3,384)

Net cash used in operating activities (414,853)

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions 269,000
Net cash provided by financing activities 269,000

NET DECREASE IN CASH - (145,853)

CASH - beginning of year 300,049

CASH - endof year $ 154,196

Page 6 The accompanying notes are an integral part ofthese financial statements.



SHOPOFF SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31,2018

1. ORGANIZATION

Shopoff Securities, Inc.(the"Company")is a Delaware corporation organized on September
14,2006.The Shopoff Revocable Trust datedAugust 12,2004 (tile "Stockholder"or the
"Shopoff Trust"),whose soletrustees are William andCindy Shopoff, is the sole stockholder
of the Company.

The Company was formed to act as a placement agent or best efforts underwriter for the
issuanceof debtand/or equity securities.The Companyreceived approvalfrom theNational
Association of Securities Dealers ("NASD"), now known as the Financial Industry
Regulatory Authority ("FINRA"),to operate as a broker/dealer as of May 29, 2007.The
Company doesnot hold funds or securities for or owe anymoney or securities to customers,
and doesnot carry accounts of or for customers.

The Company has been engagedto provide sales,promotional and marketing assistance
services in connection with the offering of limited partner share interests sponsored by
Shopoff Realty Investments, L.P.("SRI"), a related party and entity owned by the
Stockholder. During the year ended December 31,2018, offerings included Shopoff Land
Fund V,L.P.,Shopoff Commercial Growth & Income Fund III, L.P.,Shopoff Opportunity
FundVI, L.P.andVertimass,LLC.In addition, offerings for single asset transactionsincluded
SCGIF II - Des Plaines, LLC. The Company sells interests in such offerings on a "best
efforts" basis.SeeNote 5 for additional information.

During the year endedDecember 31, 2018,the Company also acted asamanaging broker
dealer by contracting with other brokerage firms to sell limited partner interests in the
aforementioned funds.

During the year endedDecember 31,2018,the Company recognized $173,522and$414,853
of losses and negative cash flows from operations, respectively.The Company is also
undergoing aninvestigation byFINRA,whereFINRA is pursuing disciplinaryaction against
the Company for alleged potential violations of federal securities laws and FINRA rules,
the outcome of which is still uncertain (Note 6).Management believes that the Company's
current cashposition, in addition to future cash flows from operation, will be sufficient to
fund the Company's obligation over the next twelve months. Moreover, the Company has
historically relied on its Stockholder to fund any shortfalls fr operations and the
Stockholder remains committed to funding future operations to the extent the Company fails
to generate sufficient liquidity through its revenue activities.As such,managementbelieves
that there are no conditions or events, considered in the aggregate, that raise substantial
doubt about the Company's ability to continue as a going concern as of the date of the
accompanying financial statements.

Page 7



SHOPOFF SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31,2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIÉS

The summary of significant accounting policies presented below is designed to assist in
understanding the Company's financial statements. Such financial statements and
accompanying notes are the representations of the Cornpany's management, who is
responsible for their integrity and objectivity. Management believäs that these accounting
policies conform to accountingprinciples generally acceptedin theUnited Statesof America
("GAAP") in all material respects, and have been consistently applied in preparing the
accompanying financial statements.

UseofEstimates

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amountsof revenuesandexpensesduring the reportingTperiod.Actual amounts
could differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly-liquid short-term investments ivith original maturities
of three months or lesswhen purchasedto be cashequivalents. The Company had no cash
equivalents as of December 31,2018.

Concentration of Credit Risk

The Company currently maintainsall of its operating cashwith a major financial institution.
At times,cash balancesmay exceedthe amount insured by the Federal Deposit Insurance
Corporation. The Company believes it placescashbalanceswith quality financial institutions
that limit credit risk.

Additionally, the Company s current operationshave historically been dependentupon the
real estate industry, which is subject to fluctuations due to changesin the local,regional and
national economies.

Fixed Assets

Fixed assetsconsist of equipment, furniture and fixtures which are carried at cost,net of
accumulateddepreciation and amortization. Depreciation and amortization on fixed assets
are primarily computed usingthe straight-line method over the estimated useful lives of the
assets,ranging from three to sevenyears.Major renewals and improiements arecapitalized,
while replacements,maintenance and repairs which do not significantly improve or extend
the useful life of the assets are expensedwhen incurred.

Page 8



SHOPOFF SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31,2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fixed Assets (continued)

Upon the sale or retirement of fixed assets,the accounts are relieved of the cost and the
related accumulated depreciation with any gain or loss included in the statement of
operations.

As of December31,2018, fixed assetsand accumulateddepreciation consisted amounts
were $17,725and $15,601,respectively.

Fair ValueMeasurements

GAAP requires the disclosure of the fair value,if reasonably obtainable, of the Company's
financial instruments. Management believes that the carrying arnounts of significant
financial instruments, including cash,accounts andcommissions receivable, accounts and
commissions payable and other accrued liabilities approximate-their fair value as of
December 3 t, 2018, based on their relatively short-term nature. In the opinion of
management, the fair value of payables to related parties cannot be estimated without
incurring excessive costs; for that reason, the Company has not provided such disclosure.
Other information about related-party liabilities is provided, where applicable, elsewhere
in these notes to the financial statements.

The Cornpany does not have any assetsor liabilities that are measured at fair value on a
recurring basis and,during the year ended December 31, 2018, did not have any assets or
liabilities that were measuredat fair value on a nonrecurring basis

Revenue Recognition

The Company recognizes underwriting fees,commissions, and due diligence fees as the
related servicesare performed.

Insurance Recovery

The Company recognizes insurance reimbursement when it hasan enforceable insurance
policy in place and realization of the insured event is probable.If realization is probable,
the receivable amount is measuredat the lesserof (a) the recognized loss from insurable
event or (b) the probable recovery from the insurer. During the year ended December 31,
2018,the Company recognized $161,484 ofreimbursements for legal expenses incurred in
connection with FINRA matter discussed in Note 6, of which $134,528 was recorded as a
receivable as of December 31,2018 and was reimbursed subsequent to year end. Such
reimbursementsare included asother income in the accompanying3tatement of operations.

Page 9



SHOPOFF SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31,2018

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Common Control

Because the Company and certain related parties are under common managementcontrol,
reported operating results and/orfinancial position of theCompany could significantly differ
from what would have been achieved if suchentities were not under cornmon control.

Income Taxes

The Company haselected to betaxed asan Scorporation under the provisions of the federal
andstate tax codes, Under federal laws,taxes basedon income of Scorporations are payable
by the corporation's shareholders.The Company is subject to state income taxes at the
statutory rate of 1.5%of revenue.

While electing S Corporation status, the Company does not believe it has any uncertain
income tax positions that could materially affect its financial statements.The Company's
federal and state income tax returns remain open to agency examination for the standard
statute length of time after filing.

Subsequent Events

The Company evaluatedsubsequenteventsthrough February 28,2019,which is the day the
financial statements were available to beissued.The Company has concluded that no other
events have occurred subsequent to December 31, 2018 that require consideration as
adjustments to or disclosure in itsfinancial statements,other then the eventsdisclosedbelow.

3. REGULATORY REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15c3-1), which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtednessto netcapifal,both asdefined,not to exceed 15-to-1
(the rulesof regulatory agenciesandvarious exchangesalso provide that equity capital may
not be withdrawn or cashdividends paid if the resulting ratío of aggregate indebtednessto
net capital would exceed 10-to-1 or the equity capital withdrawal or cashdividend payment
would cause the Company's net capital to fall below 6-2/3% of its minimum requirement).
As of December 31,2018,the Companyhad net capital of $56,905; as defined, which was
$49,775 in excess of its required minimum net capital of $7,130.The Company's aggregate
indebtednessto net capital ratio as of December 31,2018 was L88-to-1.

The Company is exempt from the provisions of Rule 15c3-3, pursuant to paragraph k(2)(i)
under the Securities and ExchangeAct of 1934,as the Company is a broker/dealer and it
does not carry customer accounts or holds funds or securities of customers.Becauseof such

Page 10



SHOPOFF SECURITIES, INC. -
NOTES TO FINANCIAL STATEMENTS

December 31,2018

3. REGULATORY REQUIREMENTS (continued)

exemption, the Company is not required to prepare a determination of reserve requirement
for broker/dealer and is also not subject to the possessionand control statement.

4. STOCKHOLDER'S EQUITY

The Company is authorized to issue 50,000sharesof common stock with $0.001par value.
At inception, the Stockholder purchased 5,500 shares of common stock for $5. From
inception through December31, 201E,the Stockholder had contributed an aggregate of
$989,567toadditionalpaid-incapital,ofwhich$269,000 wascontributed by the Stockholder
during the year ended December 31,2018.From inception through December 31,2018, the
Company madeaggregatedistributions of $435,567 to its Stockholtler andno distributions
were made to its Stockholder during the year ended December 31, 2018. On January 23,
2019, the Company distributed $15,000 to its Stockholder.

5.RELATED PARTY TRANSACTIONS -

As discussed in Note 1,the Company conducts offerings on a "bestefforts" basis.SRI is
the sponsor of limited partnership interestssold by the Company.William A.Shopoff is the
president and thechief executiveofficer of SRI andWilliam andCindy Shopoff, co-trustees
of the Stockholder, are the limited partners in SRL The general partner of eachof the related
party funds discussed in Note 1 is indirectly majority owned by the Stockholder of the
Company.

Revenuesderived from funds relatedto theCompany for the year endedDecember 31,2018
were asfollows:

Fund Name Status at Revenues
December 31,

2018

Shopoff Land Fund V, L.P. Closed $687,869
Shopoff Commercial Growth andIncome Fund III, L.P. Closed $158,339
Shopoff Opportunity FundVI, L.P. Active $78,568
SCGIF II- Des Plaines,LLC Closed $137,071

Vertimass, LLC Active $1,290

For the investment funds described above, the Company is generally entitled to a selling
commission of up to 7%, an underwriting fee of up to 2%,and duediligence fees of up to
1.25%of the gross capital contributions with respect to ownership interests sold.If outside
broker-dealers are authorized to sell partnership interests, their commissions and due
diligence fees are paid directly by the fund andnot reflected in the*Company's revenue.

Page il



SHOPOFF SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31,2018

5. RELATED PARTY TRANSACTIONS (continued)

In June2007,the Company entered into an expense sharing agreement with SRI.The term
of the agreement was for one year and automatically renews unless terminated by the
Company or SRI upon thirty days advancenotice. Subject to the terms of this agreement,
SRI agrees to provide the Companywith management and back office servicesas described
in theagreement.According to suchagreement,unlessotherwiseprovided for,the Company
is required to reimburse SRI for its share of services and expenses shared with SRI based
on an agreedupon allocation percentagefor each type of expense.

This agreementwas amended in January 2012 whereby the Company now accrues for its
shareofthe above-mentioned expenses,to the extent these expenseshavenot been paid by
SRI.As of December 31,2018, a liability of $494 related to such expenses is included in
the accompanying statement of financial condition..Such amount is unsecuredand bears
no interest.

During the year ended December 31, 2018,the Company paid $8,993 of cornmissions to
Steve Shopoff, who is William A.Shopoff'sbrother,which is included in commissions and
compensation expense in the accompanying statement of operations

On May 29,2015,the Companymoved into office spaceleasedto SRI,which is on a month-
to-month basis.The Company paid SRI $106,380 in rent expense for the year ended
December 31,2018.

6. COMMITMENTS AND CONTINGENCIES

FINRA Matters

During the year ended December 31, 2014, the Financial Industry Regulatory Authority
(FINRA), acting through its Member Regulation Department, initiated a review of the
Company's records aspart of its 2014 routine cycle examination for the purpose of meeting
regulatory mandates and providing the Companywith an assessmentof its compliance with
applicable securitiesrulesand regulations.InDecember2015,FINRAadvised the Company
that certain matters had been referred to its Enforcement Department for review and

disposition. On January 22, 2016, the Enforcement Department issued a letter to the
Company indicating that it was investigating a matter involving the Company to determine
whether potential violations of the federal securities laws or FINRA or NASD rules may
haveoccurred,and requesting the production of additional documents and information.The
Enforcement Department thereafter made various additional requests for documents,
information, and testimony, and the Company provided the requested documents,
information, and testimony, in full cooperation in the matter.

Page 12



SHOPOFF SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31,2018 -

6.COMMITMENTS AND CONTINGENCIES (continued) -

FINRA Matters (continued)

On December 18,2017 and then on March 8,2018, the Enforcement Department Staff(the
"Staff") issued so called "Wells Notices" stating that the Staff Ifad made a preliminary
determination to recommend (and to seek internal authorization for permission to pursue)
adisciplinary action againstthe Company for alleged potential violations of federal securities
laws and FINRA rules. Consequently, on January 25, 2018, and then on April 2,2018,the
Company submitted "Wells Submissions" to FINRA arguing that the proposed formal
enforcement/disciplinary action should not be authorized or pursued, for numerous reasons
of fact, law and policy.

On January 10,2019,FINRA filed a complaint (FINRA Case No.2015048393501) in a
disciplinary proceeding against the Company, William Shopoff,the Company's President
andCEO,andStephenShopoff,the Company's SeniorVice Presidentfor Investor Relations
("Respondents").The complaint primarily relatesto private borrowings for working capital
purposes in the period from December 2010 through March 2017,from outside "friendsand
family" lenders, and from affiliated entities wholly owned by the Stockholders, TSG Fund
IV, L.P.("TSOIV") and Shopoff Enterprises, Inc. ("SEI"), asmemorialized in promissory
notes guaranteed by William andCindy Shopoff.In essence,theFINRA claim is that these

proinissory notes shouldhave been deemed"securities" andshould have been accompanied
by additional disclosures to the lenders. Significantly, the complaint does not allege any
lender loss, injury or harm or any lender complaint.As to TSG IV, the complaint alleges
that the promissory notes,totaling $1.67million inproceeds,weremadepursuant to outdated
offering docurnents that allegedly contained inaccuracies and omissions (though the
promissory notes were actually made pursuant to contemporaneous individually negotiated
promissory notes andguaranties).As to SEI,thecomplaint allegesthat thepromissory notes,
totaling $10.9million in proceeds,should have included better dis-closuresabout the uses

of promissory note proceeds, including that a portion of the proceedsmight be returned to
William Shopoff (the complaint alleges that 1.5%of the proceeds were used this way) or
that a portion ofthe proceeds might beused to pay down (or pay off) prior promissory notes
with higher interest rates.As to both setsof promissory notes,the c.omplaint further alleges
that the promissory note guarantiesshouki havebeen accompanied byadditional disclosures
regarding the valuation and liquidity of the assetsof the guarantors (William and Cindy
Shopoff).As to these various allegations regarding borrowing through TSG IV and SEI
(though the involvement of the Company is not alleged in any detail), the complaint also
asserts that Respondentsmadematerial misstatements and omissions andwillfully violated
federal securities laws andFINRA Rules 2020 and2010.In addition, the coinplaint alleges

that Respondentsdidnot satisfy their reasonablebasis suitability obligations with respect
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SHOPOFF SECURITIES, INC
NOTES TO FINANCIAL STATEMENTS

December 31,2018

6. COMMITMENTS AND CONTINGENCIES (continued)

FINRA Matters (continued)

to the promissory notes and that the promissory notes were not suitable for any investor, in
violation of applicable suitability rules (NASD Rule 2310 andFINRA Rules 2111and2010).

Separately,the complaint alleges that the Company and William Shopoff sold interests in
two investment funds through private placementofferings at a time when certain third party
due diligence reports issued in 2014 and 2015 regarding SRI contained an allegedly
misleading statementrelating to the financial condition of William and Cindy Shopoff as
sole owners of SRI.Specifically, the reports referencedthe cashbalance of SRPs owners as
of a certain specific 2014 measurementdate reflected in a personal financial statement,but
the complaint further alleges that additional disclosures should have been made to provide
updated information regarding the cash balance at subsequent times aswell.As to these
allegations, the complaint claims the Company and William Shopoff made material
misstatementsandomissions andwillfully violated federal securitieslaws andFINRARules
2020 and 2010.

The Company vigorously denies the allegations and claims set forth in the complaint, and
believes they are unfounded and meritless and mischaracterize the relevant events and
transactions.The Company believes it hasnumerous defenses to the claims, and intends to
contest the claims vigorously.

As to the challenged TSG IV and SEI promissory notes, the Company notes, among other
things,that all of the leaders have been paid interest and principal as agreed, and in fact
have received very substantial interestpayments, andthere hasbeen no lender harm or loss
whatsoever or any lender complaint.The majority of the lenders have already been repaid
in full, andthe remaining outstanding promissory notes should be fully paid inthe near term,
either at or in advanceof scheduled maturity dates.Moreover, the-lenders have all signed
sworndeclarations confirmingthat they receivedall of the documentsand information they
needed anddid not consider the allegedly omitted information to be important. In addition,
the Company contends that, contrary to the suggestionsin the complaint, the guarantors at
all times had more than sufficient net worth and liquid assets to coger the guaranties.As to
the claim involving thethird party duediligence reports, the Company notes, among other
things, that the challenged statement regarding the cash balance of SRPs owners as of a
certain date was factually true and not misleading, and that no further disclosure or
"correction" of a third party's report was necessary.

The complaint seeks factual findings consistent with the allegations, as well as unspecified
sanctions as appropriate under FINRA rules.As to the Respondents, FINRA's recent
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SHOPOFF SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31,2018

6. COMMITMENTS AND CONTINGENCIES (continued)

FINRA Matters (continued)

regulatory filing relating to the complaint confirms that there arenorestrictions or limitations
currently ineffect. Moreover, thedisciplinary proceeding is not directed at,andshouldhave
no impact on,the investment funds or the fund sponsor.

The matter will now move in the ordinary course pursuant to FINRAproceduralrules towards
a hearing before an independenthearing panel.As of the date of this report, the Company
doesnot know exactly when the proceeding will be resolved, or what, if any,actions the
Company may be required to take aspart of any resolution.As the,Company cannot assess
the outcome of the proceeding at this time, the Company has not accrued any loss
contingencies related to this matter in accordance with GAAP.

During the year endedDecember 31,2017,FINRA, acting through its Member Regulation
Department, initiated anotherreview of the Company's records asyart of its 2017 routine
cycle examination for the purpose of meeting regulatory mandates and providing the
Company with an assessment on its compliance with applicable securities rules and
regulations, By letter datedApril 30,2018, FINRA advised the Company that the Member
Regulation Department's review and exceptions related to certain marketing materials for
various affiliate offerings, involving compliance with FINRA communications rules,had
beenreferred to theEnforcement Departmentfor its review anddisposition.Sincethat date,
the Company has received nofurther information from FINRA regarding this matter.

During the year endedDecember 31,2018, FINRA, acting through-its Member Regulation
Department, initiated another review of the Company's records as part of its 2018 routine
cycle examination for the purpose of meeting regulatory mandates and providing the
Company with an assessment on its compliance with applicable securities rules and
regulations.OnDecember 6,2018,FINRA concluded the 2018 cycle examination with no
exceptionsor issuesnoted,and thus didnot issuean Examination Disposition Letter to the

Company.

Other

The Company'scommitments andcontingenciesinclude the usualobligations of aregistered
broker-dealer in the normal courseof business.In the opinion of management, such other

matters arenot expectedto haveamaterial adverse effect on the Company's financial position
or results of operations. Currently the Company is not aware of any active commitments
andcontingencies as of December 31, 2018.

Page IS



SUPPLEMENTARY INFORMATION



SHOPOFF SECURITIES, INC.
SCHEDULE I - COMPUTATION OF NET CAPITAL PURSUANT TO RULE

15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31,2018

NET CAPITAL

Total stockholder's equity from statement of financial condition $ 2,23,766
Less:Non-allowable assets

Accounts receivable (134,528)
Commissions receivable in excess ofrelated

commissions payable as of December 31, 2018 (784)
Prepaid expenses (29,425)
Fixedassets,net . (2,124)

Net capital - $ 56,905

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required (6-2/3% of aggregateindebtedness) $ 7,130
Minimum dollar net capital required for reporting broker/dealer 5,000
Net capital requirement (greater of above) 7,130
Excess net capital (regulatory net capital lessnet capital requirement) 49,775

AGGREGATE INDEBTEDNESS INCLUDED IN STATEMENT
OF FINANCIAL CONDITION - $ 106,957

Ratio of aggregateindebtednessto net capital 1.88-to-1

Reconciliation of net capital asreported on the unauditedForm X17A-5,
Part 2

Net capital as reported $ 36,834
Audit adjustment to reduce legal accrual 20,071

Audited net capital - $ 56,905

There.are no differences betweenthe above computation and thecomputation included with

the Company'scorrespondingunaudited Part II of Form X-17A-5, as amended, as of
December 31, 2018.
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SHOPOFF SECURITIES, INC.
SCHEDULE H - COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS PURSUANT TO RULE 15c3-3 OF THE SECURITIES AND
EXCHANGE COMMISSION

December 31,2018 -

L

A computation of reserve requirement is not applicable to Shopoff Securities, Ines as the
Company qualified for exemption under Rule 15c3-3(k)(2)(i).

Page 18 SeeReport of fndependent Regisgred Public Accounting Firma



SHOPOFF SECURITIES, INC.
SCHEDULE III - INFORMATION RELATING TO THE POSSESSION OR

CONTROL REQUIREMENTS PURSUANT TO RULE 15c3-3OF THE
SECURITIES AND EXCHANGE COMMISSION

December 31,2018

Information relating to possessionor control requirements is not applicable to Shopoff
Securities, Inc.as the Company qualified for exemption under Rule 15c3-3(k)(2)(i).

Page 19 SeeReport of Independent Registered Public Accounting Firm.
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squarmilner Squar Milnerup

Cottified Pubila Accountants
and Financial Advisors

REPORTOF INDEPENDENTREGISTEREDPUBUCACCOUNTINGFIRM
RELATEDTO THE EXEMPTIONREPORT

To the Boardof Directors andStockholder of
Shopoff Securities, Inc.

We have reviewed management's statements Included in the accompanying E emption Report, in which (a)
Shopoff Securities, Inc.(the Company) identified the following provisions of 17 C.F.R..§240.15c3-3(k) under which
the Company claimed an exemption from 17 C.F.R.§ 240.15c3-3:(2)(i) (the "exemption provision") and (b) the

Company stated that it met the identified exemption provisions for the year ended December 31, 2018 without
exception. The Company's management is responsible for compliance with the exemption provisions and its
statements.

Our review was conducted in accordancewith the standardsof the Public Company Accounting oversight Board

(United States) and, accordingly, included inquiries and other required procedures to obtain evidence about
shopoff Securities,Inc.'scompliance with the exemption provisions.A review is substantially less in scope than an
examination, the objective of which is the expression of anopinion on management'sstatements.Accordingly,we
do not expresssuch anopinion.

Based on our review, we are not aware of any material modifications that should be made to management's
statements referred to above for them to be fairly stated, in all material respects, based on the provisions set forth
in paragraph (k)(2)(i) of 17 C.F.R.§240.15c3-3.

Irvine, California

February 28, 2019

Located throughout california web squarmilner.com



Exemption Report Required by Rule 15c3-3
For the year ended December 31,2018

Shopoff Securities, Inc. (the "Company") claims an exemption from Securities and Exchange

Commission("SF-C")Rule 15c3-3,per paragraph (k)(2)(i) of SECRule 15c3-3.

TheCompanymet the exemption provisionof SECRule 15c3-3 paragraph(k)(2)(i)for theyear
endedDecember 31,2018 without exception.

Acknowledgement

Theundersigned president,Chief Executive Officer (CEO)or other autliorized representative in addition
to the designated FINOP herbyconfirm the representations described above.
Signature of CEO
or authorized
Executive:

Printed Name: William A.Sho o


